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SUMMARY
Higher levels of production and employment
in 1950 raised consumer money income before
taxes by 13 billion dollars to about 183 billion, ac-
cording to survey data. Half of the 52 million
spending units were estimated to have received
higher incomes in 1950 than in 1949, and one-fifth
lower incomes. Increases in income were most
frequently reported by people who had been in
middle and lower income groups in 1949, although
all levels shared in the general rise.
2
These changes raised the median spending unit
income by 11 per cent and the mean income by
about 8 per cent. Since rises in prices and in Fed-
eral personal income taxes offset only about 2 per-
centage points of this income increase, there' ap-
peared to be a substantial gain in average real in-
come from 1949 to 1950. Rapidly rising prices in
the latter part of 1950 and early 1951 caught up
with income, however, so that there was little
change in average real income between early 1950
and early 1951.
The general upward shift of income in the post-
war period has changed the occupational pattern
of consumer units with incomes of $5,000 or more.
1This is the third in a series of articles presenting the
results of the 1951 Survey of Consumer Finances sponsored
by the Board of Governors of the Federal Reserve System
and conducted by the Survey Research Center of the Univer-
sity of Michigan. The first article in the series appeared in
the June BULLETIN and covered the economic outlook and
liquid asset position of consumers. The second article, de-
voted to durable goods expenditures in 1950 and buying
plans for 1951, appeared in the July BULLETIN. Subsequent
issues of the BULLETIN will contain articles analyzing changes
in consumer saving patterns and in holdings of nonliquid
assets.
The present article was prepared by Irving Schweiger of
the Consumer Credit and Finances Section of the Board's
Division of Research and Statistics. The author has neces-
sarily maintained a close working relationship with the staff
of the Survey Research Center at all stages of his work and
in his analysis of survey tabulations has had the benefit of
many suggestions from the Center's staff, particularly John
B. Lansing, E. Scott Maynes, and James K. Dent.
2 Data are based on the results of about 3,400 interviews
taken in 66 sampling areas throughout the nation. The
sample is representative of the entire population of the
United States residing in private households. The following
groups are omitted: (1) members of the armed forces and
civilians living at military reservations; (2) residents in hos-
In 1946, the number of self-employed, managerial,
professional, and semiprofessional persons with in-
comes of $5,000 or more was twice that of skilled
and semiskilled workers and clerical and sales per-
sonnel. In 1950, the two groups were about evenly-
matched in this income class.
The tenth of the population with the highest
incomes appear to have received a slightly smaller
proportion of total income in 1950 than in any
other postwar year. This changed distribution,
which reflected the more rapid rate of growth in
money income for other tenths of the population,
was a major factor in their gain in real income
since 1946.
CHANGES IN LEVEL OF INCOME
Expanding economic activity in 1950 brought a
13 billion dollar increase in consumer money in-
come before taxes.
3 Approximately 26 million of
the 52 million spending units in the population
received higher incomes in 1950 than in 1949, while
roughly 10 million had declines in income.
4
pitals and in religious, educational, and penal institutions;
and (3) people living in quasi-households, e.g. hotels, large
boarding houses, and tourist camps. The interview unit of
the survey is the spending unit, defined as all persons living
in the same dwelling and belonging to the same family
who pool their incomes to meet their major expenses.
The limitations of survey data outlined in the June 1951
BULLETIN and in the discussion of methods presented in the
July 1950 BULLETIN are applicable to the information pre-
sented in this article. Survey findings approximate the true
order of magnitude of data but do not represent exact values.
Variations from the true values may be introduced by chance
fluctuations in the particular sample of interviews, by errors
in reporting on the part of those interviewed, by differences
in interpretation by either respondents or interviewers, and
by methods used in processing data. Only the first of these
—sampling error—can be measured statistically. It should
be kept in mind that the other sources of error may be of
equal importance to the accuracy of survey results.
3 Survey data indicate that aggregate consumer income
rose from 170 billion dollars in 1949 to 183 billion in
1950, about the same percentage increase shown by De-
partment of Commerce estimates when adjusted to the
survey universe and definition of income. In both years, the
figures obtained by the survey amounted to more than 90
per cent of the Commerce Department estimate.
4 It should be kept in mind that data on income changes
rely upon the respondents' recollection of income for a period
covering two years and are therefore subject to considerable
memory error.
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The median (middlemost) income of consumer
spending units rose 11 per cent from $2,700 in
1949 to $3,000 in 1950, and the mean income (arith-
metic average) rose 8 per cent from $3,270 to
$3,520. These increases in average money income
constituted real gains in purchasing power, inas-
much as they were only partly offset by a 1 per
cent rise from 1949 to 1950 in the annual average
of consumer prices, as measured by the Department
of Labor, and by an increase of 1 percentage point
in the proportion of income going for Federal per-
sonal income tax. For the year 1950, as a whole,
it is clear that consumers improved their financial
positions. In fact, the real income of consumer
spending units rose more on the average in 1950
than in any previous postwar year. This improve-
ment was reflected in the increased number of per-
sons owning liquid assets, the decline in the num-
ber of persons that spent more than their incomes,
and the expanded volume of durable goods pur-
chases in 1950. As discussed in Part I of this
series, however, price rises in the latter part of
1950 and in early 1951 tended to ofTset earlier in-
come increases so that there was little change in
average real income between early 1950 and early
1951.
The rise in average money income was accom-
panied by an increased frequency of high incomes
and a reduced frequency of low incomes. As
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1 Income data for each year are based on interviews during
January, February, and early March of the following year.
2 The median amount is that of the middle spending unit when
all units are ranked by size of income.
3 The mean amount is the average obtained by dividing aggregate
income by the number of spending units.
shown in Table 1, 20 per cent of all spending units
had incomes of $5,000 or more in 1950 compared
with 16 per cent in the previous year. In 1946,
the proportion had been only 10 per cent. Incomes
of less than $2,000 declined in frequency from 40
per cent in 1946 to 33 per cent in 1949 and to 30
per cent in 1950. The general upward shift of
consumer money income in the postwar period
is shown in the accompanying chart.




40 60 80 100
3 $2,000-$4,999 CD $5,000 and Over
Changes in income for various groups. Occupa-
tional groups. Each of the major occupational
groups reported more increases in annual income
between 1949 and 1950 than between 1948 and
1949. In previous year-to-year comparisons in the
postwar period, the professional and semiprofes-
sional group and clerical and sales personnel re-
ported increased incomes with considerably greater
frequency than did other groups. This probably
stemmed, in part, from institutional arrangements
which brought relatively frequent but small in-
creases in income for many persons in these
groups. Between 1949 and 1950 skilled and semi-
skilled workers received increases as frequently as
did these other two major occupational groupings
(see Table 2). This reflects the round of wage
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TABLE 2
INCOME CHANGES FOR SPENDING UNITS WITHIN OCCUPATIONAL AND AGE GROUPS
1











































































































































































































































































































































1 Based on changes in annual income received as reported by spending units early in 1951 (sixth survey) and early in 1950 (fifth
survey).
increases for many wage-earning groups obtained
in the first half of 1950 as well as steadier work,
increased overtime, and competition for skilled
labor that prevailed throughout 1950. Contractual
agreements calling for periodic increases in wages
are becoming increasingly frequent for skilled and
semiskilled workers, but it seems probable that
these were not a major factor in 1950.
The somewhat uneven changes in income during
1950 changed the relative income positions of a
number of occupational groups. Prior to 1950, the
managerial and self-employed group had consist-
ently reported the highest average income in the
postwar period. In 1950, its median and mean in-
comes were about matched by the professional and
semiprofessional group (see Table 3).
Skilled and semiskilled workers, who had previ-
ously led the clerical and sales group for third place
with respect to median income, continued about
$400 ahead. The mean income was $250 higher
for the clerical and sales group than for the other
group, however, primarily because of the sharp rise
in income of a relatively small number of people,
such as commission salesmen and insurance and
real estate agents.
For employed persons an increase in wage or
salary rates, including promotion, was the most
frequent explanation of a higher rate of current
922 FEDERAL RESERVE BULLETIN
Federal Reserve Bulletin: August 19511951 SURVEY OF CONSUMER FINANCES
TABLE 3




















































































































































































1 Income data for each year are based on interviews during January, February, and early March of the following year. All the occu-
pational groupings are in terms of the occupation of the head of the spending unit.
2 Income for farm operators is not directly comparable with income for other groups because of the large amount of nonmoney income
that farmers produce for their own consumption.
8 No cases reported or less than one-half of 1 per cent.
NOTE.—The "number of cases" shown in this and in subsequent tables represents the actual number of spending units falling in each
cell. Because the survey oversamples certain groups and corrects for the oversampling by the use of weights, the unweighted number of
spending units in a cell does not represent the same proportion of the total sample as the weighted proportion. For example, spending
units with incomes of $5,000 or more in 1950 were 19.3 per cent of the weighted sample, but there were 832 such spending units which,
on an unweighted basis, amounted to 24.4 per cent of the 3,415 spending units in the sample. For a detailed description of the sampling
methods, see "Methods of the Survey of Consumer Finances," July 1950 BULLETIN, pp. 795-809.
earnings in early 1951 than a year earlier.
5 As in
previous years, this factor accounted for more than
half of the income increases of the employed
group. Next most frequently mentioned was
greater steadiness of employment and more over-
time. Transfer to a better paying job was men-
tioned by little more than 1 in every 10 persons
obtaining an increase in income. Throughout the
prosperous postwar years, pay increases from a
given employer have been considerably more fre-
quent than those obtained by transfers to other
firms. This was also true in 1949, a year of slight
recession. The influence of transfers may be
greater than their frequency implies, however,
since employers may attempt to forestall transfers
by meeting the outside competition in whole or
in part.
Farm operators had more favorable income
changes in 1950 than in the previous year. Ap-
proximately 40 per cent reported higher incomes,
and 34 per cent lower incomes. The corresponding
percentages in 1949 were 30 and 46, respectively.
The distribution of farm income appeared to be
somewhat more even in 1950 than in 1949.
6 This compares the rate of earnings at time of survey with
that of a year earlier. The data are related to but not iden-
tical with annual incomes.
Farmers with money incomes of less than $2,000
were much less numerous in 1950 than in 1949,
while the number with large incomes ($7,500 or
more) also appeared to fall. The effect of these
changes was to raise the median income of farm
operators by $400 to $1,900 in 1950 without raising
the mean income. In fact, survey data show that
the mean may have fallen slightly. Department
of Commerce estimates of farm income when ad-
justed to the survey definition show a small de-
cline in aggregate farm income between 1949 and
1950. It should be noted that in addition to a
median money income of $1,900 in 1950, farm
operators had a substantial amount of nonmoney
income such as food produced and consumed on
the farm. Their reported incomes, which refer to
money income solely, are therefore not directly
comparable with those of other occupational
groups.
Age groups. Reports of higher annual income in
1950 than in 1949 were most frequent among
young consumer spending units (those headed by
persons 18-24 years of age) and progressively less
frequent at each older age group (see Table 2).
This pattern has been found in each postwar survey
and reflects the cycle of earning power during a
person's adult life. Income increases are quite fre-
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quent for the young as they acquire experience and
skill, complete their professional apprenticeships, or
develop business enterprises. As they approach
the peak of their efficiency or earning power, the
frequency of increases diminishes. Decreases
then tend to become more common because of sick-
ness, lowered physical capacity, and finally retire-
ment.
The effect of improving or deteriorating eco-
nomic conditions upon the earning power of the
various age groups is indicated by survey data. In
1949, a year of some downward economic readjust-
ment, persons less than 45 years of age had sub-
stantially more increases than decreases in income,
while persons 45 or more years of age had about the
same number of each. In 1950, a year of rising
business activity, persons in all age groups below
65 had substantially more increases than decreases
in income. Even the group aged 65 or more had
many more increases in income in 1950 than in the
previous year, partly because of the increase in
Social Security benefits. Decreases in income for
this older group were about as frequent between
1949 and 1950 as between 1948 and 1949, partly
owing to personal factors such as sickness, death of
a breadwinner, or retirement. These factors are
little affected by short-run changes in economic con-
ditions.
As in previous years, the 35-44-year age group
apparently had the largest median income in 1950,
although the 45-54-age group, influenced by a small
number of professional persons and businessmen
who reach a very high earning peak at this time
of life, had the largest mean income. Earning
power, as evidenced by the median income, did not
decline much for the 55-64-age group, but dropped
off sharply after 64 years of age (see Table 17 at
the end of this article for the income distribution
of the various age groups).
Income groups. For some purposes it is best to
analyze changes in income at different income levels
on the basis of income before the change, and for
others, income after the change. Respondents were
asked at the time of the survey in early 1951 to
report their 1949 incomes as well as their 1950 in-
comes. Because of error introduced by the memory
factor, and because nearly 1 unit in every 10 could
not furnish information for 1949, the data are less
reliable and somewhat less representative for that
year than for 1950.
When income in the preceding year was used as
the starting point, individuals in the middle group-
ings ($2,000 to $4,999) in 1949 reported increases
in income in 1950 with the same or slightly greater
frequency than individuals with incomes of less
than $2,000. Individuals with incomes of $5,000
or more trailed somewhat. This was a change
from the pattern of the past two years, when in-
creases were substantially more frequent at the
bottom of the income scale.
A further change in pattern was evident in the
narrowing of the spread between the income
groups having the lowest and highest frequencies
of income increases from 18 percentage points in
1949 to 9 in 1950. The same type of narrowing
held for declines in income (see Table 4). This
pattern of income change indicates that all 1949
income groups shared in the expansion of consumer
income in 1950, and suggests that the greater fre-
quency of increases at the middle and lower income
levels may have contributed to a somewhat more
even distribution of income in 1950. This pos-
sibility is consistent with the survey data on the
distribution of income discussed in a later section
of this article.
As in previous years, when income change was
related to income after the change, the pattern was
reversed in 1950. Then the frequency of rises in
income increased progressively at each higher
level of income; the converse was true for declines
in income (see Table 5).
This shift in pattern was largely due to the
movement of consumers into higher income groups
after increases in income and into lower income
groups after declines in income. Survey data indi-
cate that, except for the group with incomes under
$1,000, not more than 2 in every 3 consumer units
were in the same broad income group in both 1949
and 1950. The shifting was so great in the middle
range that only 4 in every 10 consumer units with
incomes of $4,000-$4,999 in 1950 reported having
incomes within this range in 1949.
The movement of consumers in and out of the
lower income groups is indicated by Table 6.
Approximately 2 in every 10 consumers with in-
comes less than $1,000 in 1950 reported that their
incomes had been $1,000 or more in 1949. In fact,
a few persons in this group reported incomes of
$5,000 or more in 1949. On the other hand, about
2 in every 10 units with incomes of $1,000-$ 1,999
in 1950 reported that their 1949 incomes had been
less than $1,000.
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Similar year-to-year changes in incomes have
been reported in previous surveys. They confirm
that an income distribution for the consumer
population based on the average of several years
would be considerably different from that based
on one year alone. It would undoubtedly have many
more units in the middle groups and many fewer
at either the high or low end than are found in a
distribution based on incomes received in a single
year.
The income expectations of consumers shed light
on this question. Data from several surveys show
TABLE 4
INCOME CHANGES RELATED TO INCOME IN YEAR BEFORE CHANGES *
Change in annual
money income before taxes
Income larger















































































































































































1 The distribution of income changes within the various income groups is based on reports of nine-tenths of the spending units inter-
viewed early in 1951 (sixth survey) concerning 1949 incomes (either in dollar amounts or by income class) and changes in annual incomes
from 1949 to 1950. The 1949 income of less than one-tenth of all spending units could not be determined in the 1951 survey. Data
related to 1948 income were similarly derived from 1950 (fifth survey). Data in this table are not strictly comparable with similar data
regarding 1947 income obtained early in 1949 (fourth survey) and published in the July 1949 BULLETIN, because the earlier data were
obtained from only two-thirds of the spending units in the 1949 survey.
2 No cases reported or less than one-half of 1 per cent.
TABLE 5
INCOME CHANGES RELATED TO INCOMES IN YEAR AFTER CHANGES
 1
















































































































































1 Based on changes in amount of annual income received as reported by spending units early in 1951 (sixth survey) and early in 1950
(fifth survey).
2 Income change from 1949 to 1950 related to 1950 income.
3 Income change from 1948 to 1949 related to 1949 income.
AUGUST 1951 925
Federal Reserve Bulletin: August 19511951 SURVEY OF CONSUMER FINANCES
that, generally, a larger proportion of higher in-
come groups than of the middle and lower income
groups expected to obtain smaller incomes in the
following year. The opposite was roughly true
for expected increases in income, although the
pattern was confused at very low income levels,
largely owing to the many aged and retired per-
sons at the bottom of the income scale.
The general point is supported by the findings
of the 1950 Survey of Consumer Finances regard-
ing the net worth of consumers. Net worth, or the
excess of assets over liabilities, reflects the accumu-
lation of savings over an extended period of time
and is therefore a guide to average income for
a period longer than one year. While half of the
spending units with incomes under $1,000 were
worth less than $1,000, one-fourth were worth
$5,000 or more, and a small proportion (3 per
cent) were worth $25,000 or more. These net
worth figures indicate that a substantial proportion
of the lowest income group in 1949 must have
had considerably larger than current incomes for an
extended period in the past in order to accumulate
such savings. These considerations indicate that
the level of welfare and of demand for goods and
services of individual consumer units cannot be
accurately determined on the basis of income data
for any one year.
COMPOSITION OF INCOME GROUPS
Examination of the characteristics of the con-
sumers in each income group discloses whether
low-income units contain few or many persons,
live mainly in big cities or small towns, are clerks
or farmers, etc. The findings of the survey in this
area are shown in Table 7 on a spending unit basis,,
and in Table 8 on a family unit basis.
6
Differences in the characteristics of consumer
units are most pronounced at the high and low
parts of the income distribution. Spending units-
with incomes of less than $1,000 tended to have
few members, to live in small towns and the
open country, and to be headed by persons 55 or
more years of age. Retired persons, farm operators^,
and housewives and students were the occupational
groups most frequently found at this income leveL
Spending units with high incomes ($7,500 or more)
were relatively large in size, lived in metropolitan
areas, and were most frequently headed by persons
between 35 and 54 years of age who were self-
employed, in managerial positions, or in a profes-
sion. The intermediate income groups tended to
progress from one pattern to the other.
The small size of low-income units is indicated
by the finding that 59 per cent of the spending
units with incomes of less than $1,000 in 1950 con-
tained only one person. Another 25 per cent were
married couples with no children under 18 years
of age. This pattern was also true for families—
73 per cent of the units in the lowest income group
contained either one or two persons (see Table 8).
The supposedly "typical" American family of
four persons, including two children, is not found
to be a very representative concept. Most American
families (62 per cent) in early 1951 contained three
6 For a discussion of the difference between the spending
unit and the family unit, see p. 932.
TABLE 6
PERCENTAGE DISTRIBUTION BY 1949 INCOMES OF SPENDING UNITS WITHIN 1950 INCOME GROUPS
1




































































































1 Based on reports of spending units interviewed early in 1951 (sixth survey) concerning annual incomes in both 1949 and 1950. As
shown in table, the 1949 income of 6 per cent of all spending units could not be determined at the beginning of 1951.
2 No cases reported or less than one-half of 1 per cent.
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TABLE 7
CHARACTERISTICS OF SPENDING UNITS WITHIN INCOME GROUPS
[Percentage distribution]
Group characteristic
































Family status of spending unit:
Single person:
Age 18-44
Age 45 or over
Married:
Age 18—44, no children under 18
Age 18-44, 1-2 children under 18
Age 18-44, 3 or more children under 18
Age 45 or over, no children under 18
Age 45 or over, 1 or more children under 18 ...
Not ascertained
All cases
































































































































































































































































































































































































































































































































































































































































1 No cases reported or less than one-half of 1 per cent.
2 Data not available.
3 The 12 largest cities in the United States and their surrounding suburban and rural areas. 4 Includes cities of 2,500 population or more, but not metropolitan.
5 Includes towns of less than 2,500 population and open country.
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TABLE 8
CHARACTERISTICS OF FAMILY UNITS WITHIN INCOME GROUPS, 1950
[Percentage distribution]
Group characteristic








Occupation of head of family unit:
Professional and semiprofessional. .


















































































































































































1 No cases reported or less than one-half of 1 per cent.
2 Includes family units headed by housewives, unemployed persons, or students.
or fewer persons. This size of family was pre-
dominant at all income levels except the highest
($7,500 or more). Families of four or more were
relatively infrequent (15 per cent) at the lowest
income level, but became substantial minorities at
levels intermediate to the highest. These data
indicate the danger of using the concept of the
''typical
5' family of four as representative of families
at all income levels.
With the upward movement of money income in
the postwar period, there has been a substantial
change in the occupational composition of various
income groups. Of the approximately 5 million
spending units with incomes of $5,000 or more in
1946, about 58 per cent or 2.7 million were self-
employed, managerial, and professional or semi-
professional persons. About 28 per cent or 1.3 mil-
lion were wage earners—skilled or semiskilled
workers or clerical and sales personnel. In 1950,
when about 10 million spending units had this
amount of money income, the self-employed, man-
agerial, and professional or semiprofessional groups
constituted 42 per cent of the total or about 4.2
million units, a numerical increase of about one-
half since 1946. The wage-earner groups had
expanded to 45 per cent of all spending units
having incomes of $5,000 or more, and their num-
bers had more than tripled. Thus in only four
years the characteristics of the man with a $5,000
income changed drastically.
DISTRIBUTION OF INCOME
According to survey data, the distribution of
income has undergone significant changes in the
postwar period.
For a time after the lifting of most wartime con-
trols and the onset of inflationary rises in prices and
incomes, there was some increase in the share of
income obtained by the tenth of the population
with the highest incomes. A peak was reached in
1947 when the highest tenth received between 33
and 34 per cent of total consumer money income
before taxes. Since 1947, readjustments in the dis-
tribution of income appear to have progressively
reduced the share of the top tenth (see Table 9).
In 1950, the top tenth obtained about 29 per cent
of total consumer income. This was the smallest
proportion received by this group in any postwar
year, according to survey data.
Some groups whose incomes lagged in the early
stages of the inflation improved their relative posi-
tions following 1947; other groups which benefited
initially lost ground relatively in the following
years.
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TABLE 9
PERCENTAGE OF TOTAL MONEY INCOME BEFORE TAXES RECEIVED BY EACH TENTH OF THE NATION'S SPENDING UNITS




























































































































































































1 Income data for each year are based on interviews during January, February, and early March of the following year. It is possible
that the proportion of income received by the highest tenth of income receivers is underestimated by several percentage points in all years.
Because samples of approximately 3,500 spending units have been used in these surveys, it cannot be expected that a completely repre-
sentative sample of the highest dollar incomes was obtained.
2 Not available from survey data.
NOTE.—Detailed figures may not add to cumulative totals because of rounding.
The evidence that is available indicates that
income has been more evenly distributed through-
out the postwar period than in the immediate pre-
war years. The chief reasons for this are the rela-
tively high levels of employment and low levels of
unemployment that have prevailed since the war,
and the marked increase in farm cash income com-
pared with prewar.
There are some grounds for belief that the pro-
portion of total income received by the top 5 per
cent of consumer units was as small in 1950 as it
had been in any year during the past three decades.
According to an independent estimate covering
the three decades prior to 1947, the share of this
group was smaller in 1944 than in any other year
in the period, and survey data indicate that in
1950 it was approximately the same as in 1944.
7
The comparison between 1950 and 1944 should be
considered as tentative until more data become
available from other sources. Differences in defini-
tion of money income, consumer unit, universe, and
7 For the independent estimate, see Simon Kuznets, Shares
of Upper Income Groups in Income and Savings, National
Bureau of Economic Research, Occasional Paper 3 5, 1950.
TABLE 10
AVERAGE INCOME OF EACH TENTH OF NATION'S SPENDING UNITS WHEN RANKED BY SIZE OF INCOME, WITH INCREASE
IN AVERAGE SINCE 1946






































































































































1 Average (mean) income has been computed for each income tenth (decile) as well as for the whole population. The samplin
is approximately $180 for the whole population. It is not yet available for individual tenths but it is known that it will be much
than $180 for the highest tenth and much smaller for the middle tenths.
2 Negative incomes caused by farm or business losses are included in upper line and excluded in lower line.
3 Data not available.
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in source of data limit the conclusiveness of this
comparison.
In addition to the change in the distribution of
income, there has been a marked growth in the
postwar period in the total volume of consumer
money income before taxes. Apart from price
changes, either the growth in money income or its
more even distribution can be considered to con-
tribute to an increase in the welfare of lower income
consumers. However, as is indicated in Table 10,
the increase in average income since 1946 has been
approximately matched by the increase in consumer
prices (23 per cent) as estimated by the Depart-
ment of Labor.
8 This would make it appear that
any net gain in real income in this period by any
group would be the result of a change in the distri-
bution of income, rather than a change in the total
volume of income. The groups in the population
with money income increases of more than 23 per
cent since 1946 (all but the highest and lowest in-
come tenths) would thus appear to have increased
their real income, chiefly as a result of the more
even distribution of income between 1946 and 1950.
8 The Consumers' Price Index is not strictly applicable to
all groups in the population but it is a reasonably good
measure of the general movement of consumer prices.
SOURCES OF INCOME
The Survey of Consumer Finances, although
not designed to provide detailed information
on the sources of income of the various groups in
the population, obtains some suggestive but by-
no means conclusive data on the characteristics of
people who receive income from rent, wages and
salaries, etc. Many people tend to forget or dis-
regard small amounts of income or income from
sources other than their chief one. The survey in-
terview is designed to help people recall these items
but not to probe exhaustively into these matters.
In a few cases, also, when people promptly report
their total annual income from all sources, they
are not asked to provide details regarding sources.
These limitations affect the precision of the data,
but probably do not seriously alter their pattern.
As in previous years, the most frequently re-
ceived type of income was that from wages and
salaries. Nearly 8 in every 10 spending units re-
ported some income from this source in 1950 (see
Table 11). Next in order of frequency was income
from some type of pension, annuity, allowance,
benefit, or contribution. A smaller proportion (25
per cent compared with 28 per cent) reported re-
ceipt of this type of income in 1950 than in 1949.
TABLE 11









































































































































1 For wages and salaries all bracket limits are one dollar higher than indicated in stub except for lower limit of lowest bracket.
2 Includes income from old-age pensions, retirement pay, annuities, unemployment compensation, welfare payments, alimony, regular
contributions, veterans' pensions, school allotments, State bonuses, and allotments to families of servicemen.
3 The question was first asked: "Did you receive income from roomers and boarders?" If yes, "How much?" A gross figure was
accepted if less than four roomers were involved. Respondents were then asked: "Did you receive money from other rent?" If yes,
"How much was it after allowing for expenses?"
4 Includes net income from farming by nonfarm operators as well as farm operators. See footnote 5.
5 Includes only net income from farming by farm operators. Farm operator spending units are, in general, headed by persons who
receive more than half of their money income from the operation of a farm. See footnote 4.
6 No cases reported or less than one-half of 1 per cent.
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This was probably owing in part to improved eco-
nomic conditions in 1950 and less frequent unem-
ployment insurance and welfare payments.
Other sources of income included unincorporated
nonfarm business, farming, rental income from
roomers and boarders, other rental income, profes-
TABLE 12
INCOME FROM SPECIFIED SOURCES RECEIVED BY SPENDING UNITS WITHIN INCOME AND OCCUPATIONAL GROUPS, 1950
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1 Data are subject to considerable reporting error, especially where small amounts are involved.
2 No cases reported or less than one-half of 1 per cent.
3 Includes income from old-age pensions, retirement pay, annuities, unemployment compensation, welfare payments, alimony, regular
contributions, veterans' pensions, school allotments, State bonuses, and allotments to families of servicemen.
4 Includes interest, dividends, income from trust funds, and royalties.
6 The first question asked was: "Did you receive income from roomers and boarders?" Respondents were then asked "Did you
receive money from other rent?" If yes, "How much was it after allowing for expenses?"
NOTE.—Details may not add to totals because of rounding.
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sional practice, and interest, dividends, trust funds,
and royalties (see Table 11).
A larger proportion of people (9 in every 10) in
the middle income groups ($3,000-$4,999) reported
receipt of some income from wages and salaries
than at any other income level (see Table 12).
The smallest proportion (3 in every 10) was noted
in the lowest (under $1,000) income group. This
group was more dependent on pensions, allowances,
etc. for current income than upon wages.
Income from pensions, annuities, allowances,
benefits, or contributions was received most fre-
quently at the lowest income level and less fre-
quently at each higher income level, as might be
expected. Retired persons relied upon these sources
to a greater extent than other groups, with 7 in
every 10 reporting such income. The amounts re-
ported by this group were larger than average. The
proportion of skilled, and semiskilled and unskilled
workers that received this type of income fell some-
what in 1950, probably because of more favorable
economic conditions.
Rental income other than from roomers and
boarders, such as from a house, an apartment,
a commercial building, or a farm was reported
by 13 per cent of all spending units. This com-
pares with 10 per cent in 1949. The change may be
partly due to the continued easing of rent controls
for nonfarm properties and to a greater demand
for farm land on a rental basis. The additional
reports of such income were mostly for amounts
of from $100 to $1,999. Most income levels re-
ported this type of income more frequently than
in 1949. The increase in such reports was greatest
in the case of farm operators (from 5 to 11 per
cent), but the amounts involved were quite small,
totaling less than $500 in most cases.
Income in 1950 from dividends, interest, trust
funds, and royalties was reported by 12 per cent
of all spending units, the same as in 1949. As
indicated in previous years, this should be consid-
ered a substantial understatement of the frequency
of such receipts. A great many people forget or
disregard these items, especially when the amounts
are small.
This type of income was reported by less than
20 per cent of the spending units at all except the
highest income level ($7,500 or more), at which
level the proportion was 43. The groups that men-
tioned such income most frequently were man-
agerial personnel, professional and semiprofessional
workers, and retired persons. Retired persons, for
whom this was a major source of income in many
cases, reported the largest amounts.
Income from an unincorporated nonfarm busi-
ness was reported by 7 per cent of all spending units
in 1950 as compared with 9 per cent in 1949. This
area of the survey is subject to greater than average
reporting and other errors and this finding should
be treated cautiously until corroborative data are
available from other sources. The decline was pri-
marily in the frequency of reports of less than
$1,000 or of negative income from this source. This
may indicate that more marginal concerns went
out of business during 1949 or that more persons
with a business interest, "silent" or otherwise,
withdrew their interest in the mild recession of
1949 than went into business during the expansion
of economic activity in 1950. For additional de-
tails see Table 18 at the end of this article.
FAMILY INCOME IN 1950
Some of the income data reported in the Survey
of Consumer Finances are tabulated according to
family units as well as spending units. A family
is defined as all persons living in the same dwelling
who are related by blood, marriage, or adoption. A
single person may constitute a "family" if he is
living by himself or with persons unrelated to him.
The term "family unit" as used in the survey is
thus equivalent to the "family" and "individual
not in family" definitions of the Bureau of the
Census, United States Department of Commerce.
There may be more than one spending unit in
a family since a spending unit is defined as includ-
ing all persons living in the same dwelling and
belonging to the same family who pool their in-
comes to meet their major expenses. For example,
a grown son who is working and does not pool his
income with his parents' income, even though he
may pay something for board and room, is treated
as a separate spending unit if he retains more than
half of his income. Likewise, married children or
other relatives who do not pool their incomes with
that of the head of the family, even though living
in the same dwelling, constitute separate spending
units. In tabulating on a family basis, the incomes
of all related persons living in the same dwelling
are combined.
It is estimated that at the beginning of 1951
there were approximately 45.9 million family units
and 52.0 million spending units residing in private
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households. Since the same total amount of con-
sumer income is distributed among the smaller
number of family units, it is to be expected that
families will have a somewhat higher average in-
come than spending units.
Median income of families was $3,400 in 1950
and the mean was $3,990 (see Table 13). In each
case, the family average was somewhat more than
10 per cent higher than the comparable average for
spending units. Because of there having been more
than one spending unit in some families, about 27
per cent of the families had incomes of $5,000 or
more compared with 20 per cent of the spending
units. Conversely, the proportion of units at the
low end of the income scale was smaller for fam-
ilies than for spending units.
TABLE 13



































































































1 Income data for each year are based on interviews during
January, February, and early March of the following year. Family
units are defined as all persons living in the same dwelling who
are related by blood, marriage, or adoption.
2 Includes single-person family units.
A majority of the families with low incomes
(less than $2,000) contained either one or two
persons, while a majority of those with high in-
comes ($7,500 or more) contained at least four
persons.
Occupationally, also, there were several interest-
ing differences between heads of families and heads
of spending units (see Table 8 for families and
Table 7 for spending units). The most marked
difference was in the proportion of clerical and
sales personnel among heads of families and spend-
ing units respectively—11 per cent as compared
with 13 per cent. This was probably due to the
considerable number of relatively young sons and
daughters who qualified as heads of spending units,
but not as heads of family units.
Regrouping spending units into families changed
the occupational pattern at each income level, with
the biggest shifts at the extremes of the income dis-
tribution. Skilled and semiskilled workers were
only 5 per cent of the group with incomes of $7,500
or more when classified on a spending unit basis,
and rose to 14 per cent when classified on a family
basis. Conversely, self-employed and managerial
personnel and professional and semiprofessional
workers were 68 per cent of the spending units in
this income group, but only 56 per cent of the
families. The greater frequency of skilled and
semiskilled workers at the top of the income scale
on a family basis than a spending unit basis un-
doubtedly reflects the presence of many wage-
earner families with more than one spending unit.
This pattern of family composition afTects expendi-
tures for consumer items, such as food, refrigera-
tors, furniture, and shelter, which are purchased
on a family basis.
DISPOSABLE INCOME
Thus far this article has presented the distribu-
tion of money income before taxes. For some
purposes it is more useful to know the distribution
of income after taxes. A beginning step in this
direction was made in the 1948 survey, in which
estimates of Federal personal income tax liability
on 1947 income, apart from tax on capital gains
or losses, were prepared for each spending unit.
Following a somewhat improved procedure, the
data of the three succeeding surveys have been
utilized to prepare like estimates of personal in-
come tax liability for 1948, 1949, and 1950 incomes.
Income after tax, called disposable income in
this article, was estimated for each spending unit
by deducting computed Federal income tax lia-
bility from money incomes before taxes.
9 The
9 The U. S. Department of Commerce estimates disposable
income for its national income series by deducting from per-
sonal income actual Federal personal income tax payments
(not liabilities), including taxes on capital gains and losses.
The deductions also include other tax and nontax payments
to governments, chief of which are Federal estate and gift
taxes and State and local personal tax and nontax payments.
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tax estimates, unlike other survey data, were not
based on special information concerning tax lia-
bilities obtained during the interview. They were
computed on the basis of the income, size, and
composition of each spending unit and the number
of persons not living in the dwelling who were
dependent on the members of the spending unit for
support.
It should be stressed that these income tax esti-
mates are only approximations; that they refer not
to payments but to Federal personal income tax
liabilities, apart from taxes on capital gains and
losses; and that State and local income taxes are
not included.
The distribution of spending units by income
after taxes shows, of course, a general downward
shift from the distribution by income before taxes.
Median income was lowered to $2,850 from $3,000
and mean income to $3,220 from $3,520.
The general rise in income levels during 1950
and in tax rates during the year resulted in increases
both in the proportion of units with tax liabilities
and in the amounts of these liabilities. As can be
seen in Table 14, the proportion without any tax
liabilities fell from 35 per cent in 1949 to 32 per
cent in 1950. The frequency of substantial lia-
bilities ($200 or more) increased from 37 per cent
of all units in 1949 to 44 per cent in 1950. Despite
the over-all increase in the proportion of units with
tax liabilities, there was no increase, and apparently
a small decrease, in the proportion of units with
tax obligations in each income grouping below
$3,000. This may in part reflect the larger pro-
portion of older people at these income levels in
1950. Those that were 65 or more years of age
received double tax exemptions and the older group
generally tends to have a larger proportion of
income of nontaxable types, such as Social Security
and welfare payments, and insurance annuities.
For spending units that did pay taxes, the amounts
paid tended to average somewhat larger than in
1949 for people with incomes of $2,000 or more.
Some rough comparisons can also be made be-
tween the incidence of Federal income tax obliga-
tions in 1950 and in 1947, prior to the lowering of
rates in 1948 and the raising of rates for the latter
part of 1950. It should be noted that the method
of computation of 1947 liabilities tends to over-
state slightly the amount of obligation. The dif-
ference in tax liabilities for the various income
groups between the two years is quite sharp. At
income levels below $5,000, a larger proportion of
spending units had no tax obligation in 1950 than
in 1947. At all income levels, the amount of the
tax liability was substantially smaller in 1950. For
example, at the $5,000 to $7,499 income level, 62
per cent of the spending units had tax obligations
of $500 or more in 1950 as compared with 81 per
cent in 1947. At the $1,000 to $1,999 before tax
income level, 16 per cent of the spending units had
TABLE 14
ESTIMATED FEDERAL PERSONAL INCOME TAX LIABILITY OF SPENDING UNITS WITHIN INCOME GROUPS










































































































































































































1 No adjustment for capital gains or losses, which are excluded from money income figures.
2 No cases reported or less than one-half of 1 per cent.
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taxes of $100 or more in 1950 compared with 28
per cent in 1947.
1
0
In all years, the progressiveness of the Federal
personal income tax reduced the proportion of total
income received by the spending units with the
largest incomes. In 1950, the highest tenth of in-
come receivers before tax obtained about 29 per
cent of total personal income, while the tenth with
the largest incomes after tax obtained approximately
27 per cent (see Table 15). It is important to note
that the redistributive effect of the Federal income
tax was less than the reduction in the share of
income before taxes of the top tenth that took place
between 1947 and 1950. Between these two years,
the before-tax share of the top tenth declined by
5 percentage points, from between 33 and 34 per
cent of total personal money income before taxes
to 29 per cent. In each of these two years, the
Federal income tax reduced the share of the top
tenth by approximately 2 percentage points.
It is extremely difficult for tax experts to de-
termine whether or not the total tax structure of
TABLE 16
AVERAGE 1950 FEDERAL PERSONAL INCOME TAX LIABILITY
IN RELATION TO AVERAGE 1950 MONEY INCOME
WITHIN MONEY INCOME CLASSES
1
1
0 Estimates of spending unit tax liabilities for 1947 may
be found in the Federal Reserve BULLETIN for August
1948, pp. 923-25.
TABLE 15
PERCENTAGE OF TOTAL MONEY INCOME RECEIVED BY EACH
TENTH OF THE NATION'S SPENDING UNITS WHEN























































































1 Units have been ranked by size of money income either before
or after tax, as indicated by the column headings.
* Money income after deduction of estimated Federal personal
income tax liability.
For method of estimating disposable income, see "Distribution of
Consumer Income in 1949," Federal Reserve BULLETIN, August
1950, pp. 961-62. No adjustment for capital gains or losses,



























































1 Federal income tax liability is estimated for each spending unit
on the basis of income, age, and family status. Estimates assume
use of standard deductions.
Disposable income plus income tax liability may not equal in
come before tax because amounts have been rounded to nearest $10
Percentages have been rounded to nearest integer.
2 Sampling error of average income before tax is $180 for all
spending units. It is not yet available for individual class intervals
but it is known that it will be much larger than $180 for the highest
class and much smaller for the middle classes.
3 Includes spending units with negative incomes because of farm
or business losses.
4 Less than five dollars.
6 Less than one-half of 1 per cent.
Federal, State, and local taxes is progressive. There
is, however, little question about the Federal in-
come tax itself. The progressiveness of this tax can
be seen in Table 16. The average percentage of
income that is estimated to have been due in Fed-
eral income taxes increased significantly at each
higher level of income. For the entire group of
spending units with incomes of less than $1,000
in 1950, less than one-half of 1 per cent of income
went for income tax. At the $3,000-$3,999 level,
the proportion had risen to 6 per cent and at the
$7,500 and over level, the figure was 16 per cent.
For all consumer spending units in the popula-
tion, Federal income tax liability averaged $300 in
1950 and amounted to 9 per cent of money income.
Additional details concerning disposable income
are presented in supplementary Tables 19 and 20
at the end of this article. Estimates of the tax
liabilities and disposable incomes of family units
are presented in supplementary Tables 21 and 22.
For a detailed description of the method of esti-
mating tax liability and disposable income from
survey data, see the August 1950 Federal Reserve
BULLETIN, pages 961-62.
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TABLE 17
























Number of income receivers in spending unit:
One
Two or more







Race of head of spending unit:
White
Negro
Family status of spending unit:
Single person:
Age 18-44
Age 45 or over
Married:
Age 18-44, no children under 18. ...
Age 18-44, 1-2 children under 18...
Age 18-44, 3 or more children under 18
Age 45 or over, no children under 18.
Age 45 or over, 1 or more children
under 18






















































































































































































1 No cases reported or less than one-half of 1 per cent.
2 Includes the 12 largest cities in the United States and their surrounding suburban and rural areas.
s Includes cities of 2,500 population or more, but not metropolitan.
« Includes towns of less than 2,500 population and open country. These figures are especially influenced by exclusion of rionmone y
income of farmers.
TABLE 18
INCOME RECEIVED FROM UNINCORPORATED FARM AND
NONFARM BUSINESSES











































































DISPOSABLE INCOME GROUPING OF SPENDING UNITS AND OF
TOTAL DISPOSABLE MONEY INCOME
1 Amounts of income refer to farm income only. These figures
are especially influenced by exclusion of nonmoney income of
farmers.
8 1950 distribution differs from 1949 distribution in that self-
employed artisans (persons whose investments in their businesses






































































































1 Data not available.
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TABLE 20
DISTRIBUTION OF TOTAL MONEY INCOME BEFORE AND AFTER

















































































1 Money income after deduction of estimated Federal personal
income tax liability. For method of estimating disposable income,
see "Distribution of Consumer Income in 1949," Federal Reserve
BULLETIN, August, 1950, pp. 961-62. Money income figures
exclude capital gains or losses and tax estimates make no allowance
for such gains or losses.
TABLE 21































































1 Includes single-person families.
2 No adjustment for capital gains or losses, which are excluded
from money income figures.
3 No cases reported or less than one-half of 1 per cent.
NOTE.—The 1948 revision of the schedule of Federal personal
income taxes tended to lower liabilities at all income levels. _For
the most part, the downward shift in tax liabilities reflects'this
revision. However, methods of working out the tax estimates
have been improved. These changes in method tend to lower
slightly the level of 1948, 1949, and 1950 tax liabilities as com-
pared with those for 1947.
TABLE 22
DISPOSABLE INCOME GROUPING OF FAMILY UNITS AND OF TOTAL DISPOSABLE MONEY INCOME
Disposable income group
Under $1,000



























































































1 Data not available.
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